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CERTIFIED UAIL
Dear Applicant:

Ye have rompleted our reviev of your application for racognition of exempticn
from fedaral income tax under saction 501{c} (7) of the Internal Revenue Code.

The information submitvted indicates that you are incorperated NN
under the lave of HIIIIIIEIEINININENGNGNGNGNGNGNNNNNNN :clusively for pleasurs,
recreation and other similar nonprofitable purgieses, as contewplatad by
gention 501(c) (7) of the Iaternal Revenue Coda.

Your Articlos of Incorporation zlso indicate your purposes will be to provide
for the managemsnit, maintenance, cars and architectural control of the lots
and common area of the real eatate known az IIIIIINNINGNGEGEGEGEGNGNGNEE
described in the Dsclaration and to promots the health, safety and weifare of
the residents within the above-describad property and any additional thecato
ag may hereafter be brought within the jurisdiction of this Agsociation.

You have indicated that your support will come from dusg paid by the
bomecwners of the asscociation., -

¥ou have dndicated in your application that your activities will bYe to securs
Gazard insurence for the common groundsg of the subdivision, te work to comply
v ¢ |
B vhich requirss subdivisions to dizclose all pesrtinent financial data to
progpactive buyers of homes in the subdivision and shall hold architectural
control of lots and common areas.

Section 501{(ec) (7} of the Internal Revenue Code provides for the exemption from
federal .ncome tax of Clubz organized for pleasurz, vecreation and other
nonprofitable purpose, substantially all of ths activitiss of vwhich are for
guch purposes and no part of the net earnings of which inures to the benefit
of any privatz sharcholders.
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Regulations section 1.501(c) (7)~1{a) stipulates that an orgauization will be
recognized as having exemption under sesction 501(a), and being described under
section 501(c}(7) ag a club, vhen organized and operated exclusively for
pleasure, recreation and other nonprofitable purposes, but doss not apply to
any club if any part of its net sarnings inures to the benefit of any private
shatreholder. In general, this exemption extends to gsosinl and recreation
clubs wvhich are supported solely by membership dues, fces and assessments.
However, a ¢lub otherwiss entitled to exemption will not be disqualified
becauss it raised revenue from members through the use of club facilities or
in connection with ¢lub activities.

Roegulations section 1.501(c¢){7)~1{b} states, a club vhich engages in businecss
such as making its social and recreational facilities available to the general
public or by selling real estates, timber or other products, is not organized
and operated sxclusively for pleasure, recreation, and other nonprofitable
purposes, and is not oxempt under section 5C1{a). Solicitation by
advertisement or ctherwise for public patronage of ite facilities is prima
facie avidence that the c¢lub i3 engaging in business and is not being operated
exclusively for pleasure, rocreation, or social purposes. However, an
incidental sale of property will not deprive a club of its exempticn.

Revenue Ruling 70~32 1970-1, C.B. 132, congidered the application of =z
nonprofit flying club which was secking tax-exempt status under section
501(c) (7) of the Code. The service held that dues to the fact that the
organization did not provide evidence of a regular social or vecreational
program at which 1t could bes determined that gignificant comumingling of its
membership takes place, the organization did not gualify for exemption from
federal income tax under section 501{(c) {7} eof the Cods.

Our review of the activities of your organization and other information
submitted indicates that your purposes and activities are gimilar to those of
a homeovner association. Section 528 of tha Internal Revenue Code provides
guldelines for organizations under this =ection.

Based on the information submitted, we have determined that you do not nmest
the operational requirement for an organization described under sectien
501{e)} (7} of the Internal Revenue Cods.

You are required to file federal income tax returns on form 1120 for cach vear
that you nave been in existence.
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If vou do not acgept our findings, #o vecommend that you reguest a conference
with a member of our Regional Ofifice of Appsals. Your reguest for a
conference should include a written appeal giving the facts, law, and any
other information to support your pogition as explainad in the onclosed
Publication 892. You will be contacted to arrange a date for a confearence.
The conferenca ma be held at the Reglonal Office, or if you request, a. any
mutually convenient District office, If we do not hear iIrom you within 30
days of the date of this letter, this determination will become final.

Sincerely yours,

District Dirnctor

Enclosures: Form 1120-H
Publication 588
Publication 892




